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Consumer Goods Developments
OUTPUT OF CONSUMER GOODS this year
has been maintained at a record level ap-
preciably higher than last year and 115 per
cent of the 1957 average. Production of
business equipment also has been at a rec-
ord though less advanced level, and total
output of final industrial products has aver-
aged about 110 per cent of the 1957 level.
Reflecting mainly curtailment in output of
materials, the total index of industrial pro-
duction was down to 107 in September and
October, as compared with 109-110 per cent
for the period February through July.
Retail sales and other final purchases, in-
cluding exports, have been higher than a
year earlier, but not so much as over-all
production. As a result, manufacturers' and
distributors' inventories expanded substan-
tially further until summer, with much of
the increase in stocks of autos and other
consumer goods. Since summer, total busi-
ness inventories have shown little change
PRODUCTION
while there has been a reduction in stocks
of steel and other basic materials.
After having been interrupted by the ex-
tended steel strike in the latter half of 1959,
iron and steel output rose sharply to 119 per
cent of the 1957 average in January; by
September output had declined to 72 per
cent of that average. Output of nonferrous
metals, lumber, bricks, and some other ma-
terials also had been curtailed, reflecting in
part the decline in residential building.
Activity in residential building in recent
months has been about 112 per cent of the
1957 average, down a fifth from last year's
sharply advanced level. Total nonresidential
construction activity has expanded steadily
from the strike-affected low a year ago and
currently is about as high—105 per cent—
in relation to its 1957 level as output of
business equipment.
Food harvests have been substantially
larger this year than last, but output of eggs
INDUSTRIAL OUTPUT CONSTRUCTION OTHER OUTPUT























































NOTE.—Seasonally adjusted series except annual farm output,
which is compiled from Department of Agriculture data. Con-
struction series and quarterly series for services derived from
Department of Commerce data. Latest monthly figures, October.
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and hogs is running below earlier advanced
levels. Consumer food prices have been
somewhat higher this year than last. On
the other hand, industrial capacity has been
large and prices of manufactured consumer
products have been under more downward
pressure this year than for many years.
DEMAND FOR CONSUMER GOODS
Retail sales have increased less this year
than incomes after taxes, as shown in the
chart. Aggregate consumer and related
demands for final products increased only
moderately after the beginning of the year.
In the third quarter, growth in personal
incomes slowed, and retail sales declined
somewhat from the peak reached in the sec-
ond quarter.
Credit buying declined in the summer
and, with repayments continuing to rise, the
increase in consumer credit outstanding
slowed down. The decrease in credit exten-
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NOTE.—Seasonally adjusted series. Retail sales and personal
income after taxes compiled from Department of Commerce
data. Latest figures, October.
sions reflected, in part, a decline in auto
sales in the third quarter.
In October, sales of new domestic and
imported autos recovered sharply to an
annual rate of 6.8 million units, and total
retail sales returned to the advanced May-
June level. Department store sales also rose,
to 111 per cent of the 1957 average.
OUTPUT OF CONSUMER GOODS
During the second quarter of 1960 output
of consumer goods rose 2 per cent above
the first quarter level. Output declined
slightly in the third quarter but was main-
tained in October at about the September
rate, according to preliminary figures. Pro-
duction of consumer staples, including foods,
drugs, and fuels, continued its generally
steady expansion and in October was about
3 per cent higher than at the beginning of the
year. This group accounts for about 60 per
cent of total consumer goods. Output of
home goods and apparel, which accounts for
30 per cent, was down further in October,
following some recovery in the spring.
Automotive products account for 10 per
cent of total output of consumer goods and
are the most volatile component. Output of
these products hi October was about 9 per
cent above the summer low point, and this
year has been at a record 119 per cent of
the 1957 average. This has reflected a
further expansion in output of auto replace-
ment parts and related products. Also, the
number of autos assembled this year has
been larger than in 1957 although below the
record for 1955.
Fluctuations in auto production have
often been large, but their influence on
general economic activity has varied from
one time to another in relation to other de-
velopments. For example, after the sharp
expansion in auto output in 1955, assemblies
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dropped a third and total automotive prod-
ucts a fourth by the spring of 1956, as shown
in the chart. A sharp drop also occurred in
residential construction in 1956, and, as
this year, it reduced demands for home
goods and materials. From the autumn of
1955 to the spring of 1956, total output of
consumer goods declined only about 1 per
cent, however, and the change in total in-
dustrial production was also quite limited.
During that period output of business equip-
ment was continuing upward, in contrast
with its recent stability, and inventories of
materials were not being liquidated as at the
present time. These differences in business
investment reflect in part the present outlook
for more stable prices than in 1955-56 when
unused plant capacity margins were nar-
rower and prices of industrial commodities
were generally rising.
AUTO MARKETS
Sharp expansion in sales and output of auto-
motive products from the reduced rate of
1958 to levels above their 1955 highs by
1960 has been a conspicuous feature of
markets for consumer goods. Since the latter
part of 1959, the structure of the market for
autos has been undergoing major change, re-
flecting increased supply and acceptance of
compact makes of domestic origin and de-
creased demands for standard-size cars as
well as for imported and used autos. At the
same time, as the number of vehicles in use
has continued to grow, output of tires and
other replacement parts and related equip-
ment has expanded further, to a level one-
fourth higher than in 1955, the record year
for automobile assemblies.
Output. Production of autos this year has
reflected rebuilding of dealers' stocks after
the steel strike and a marked shift toward
compact models and away from most other
types. In January, assemblies approached a
seasonally adjusted annual rate of 8 million
units. Output has fluctuated since then, but
over the first ten months assemblies were at
a seasonally adjusted annual rate of 6.9 mil-
lion. This rate has been exceeded only in
1955, when 7.9 million units were produced.
As 1960 has progressed, output of compact
cars in relation to total auto production has
increased substantially.
The rising proportion of output accounted
for by compact autos, along with related
changes in automotive design, has had sig-
nificant, though differing, impacts on indus-
tries supplying materials. Automotive re-
quirements for steel have declined, while
use of aluminum, plastics, and glass has in-
creased. With supplies readily obtainable at
stable or declining prices, and with consumer
reaction to the new mix of models still un-
certain, auto manufacturers have had little
incentive to build up stocks of materials.
Pressure on costs and profit rates has con-
tinued and has encouraged manufacturers
to keep their inventories of materials near
minimal levels.
Sales and stocks. In the first ten months of
1960, dealer sales of new domestic autos
were at a seasonally adjusted annual rate of
6.1 million units, 7 per cent above a year
earlier. Total auto sales, including sales of
imported makes, were at a 6.6 million rate.
This rate was second only to the 7.4 mil-
lion domestic and imported units sold in
1955, when maturities on auto loans were
being greatly lengthened and average auto
prices for comparable makes were lower.
Early in 1960, deliveries of compact autos
were limited by small supplies. As supplies
increased, sales of the compact types rose
from 22 per cent of the total for domestic
autos in January to nearly 30 per cent in
recent months. The average share was about
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9 per cent in 1958 and 1959; during most
of that period only two makes were being
produced in this country. The gain for com-
pacts this year has been accompanied by a
decline of more than 10 per cent in the
number of standard-size cars sold.
Sales of imported cars also have declined
this year, after a very rapid rise beginning in
1956. In the third quarter of 1960, sales of
imports were at a seasonally adjusted annual
rate of about 475,000, compared with a high
of nearly 650,000 in the fourth quarter last
year when domestic autos were in short
supply. Demand for some imported cars not
directly competitive with domestic compacts
has continued high. Exports of American
cars turned up early in 1960, but by the
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NOTE.—Seasonally adjusted series, except used car prices,
based on data from Ward's Automotive Reports and R. L.
Polk & Company. Output (domestic only) and sales (domestic
and imported cars) at annual rates. Stocks end of quarter.
BLS data for consumer prices of used cars. Latest figures:
output and sales, October; stocks and prices, September.
Although autos have been selling at an
advanced rate this year, sales have been
below output and there has been a large
addition to dealer stocks of domestic autos.
In its initial phase, the increase reflected the
need to rebuild stocks which, as a result of
the steel strike, had been drawn down to a
seasonally adjusted level of 500,000 at the
end of November 1959. In addition, over-
all stocks requirements for dealers rose as
the number of makes expanded during the
period.
The expansion in new auto stocks was
most marked in the first quarter of 1960, but
the total continued to rise, and by midyear
reached a record of almost one million units.
There was a less than usual decline during
the model-changeover period in the third
quarter and seasonally adjusted stocks rose
further. Stocks of imported autos also ex-
panded. With sales down, shipments from
abroad were being reduced by midyear to
bring supplies into closer balance with sales.
Prices. List prices of new autos have been
virtually unchanged for the second succes-
sive year. Until introduction of the 1960
models, list prices of autos had advanced at
a faster rate during the postwar period than
prices of most other consumer goods. Re-
tailers, aided by special bonuses and other
factory arrangements for dealers and sales-
men, granted discounts from list prices
earlier this year than in 1959. As a re-
sult, by March, effective prices of new,
low priced, standard makes had fallen below
year-earlier levels. List prices of some im-
ported autos were also reduced and, in con-
trast with earlier years, discounts were com-
mon.
These price changes have been one of
several factors tending to reduce the average
amount consumers have paid for their cars.
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Of particular significance has been the grow-
ing proportion of lighter, smaller, and gener-
ally less expensive types of vehicles pur-
chased. In addition, demand for special
equipment has declined.
Prices of used cars have been affected by
competition from the new compacts. Unlike
sales of new cars, sales of used cars have not
advanced beyond the improved levels of
1959. Used car prices began to decline in
late 1959 after a long period of recovery
beginning in early 1956. By September of
this year, prices of two-year-old, standard,
low priced models were more than a tenth
below a year earlier and down to their 1957
relationship to new car prices. Since about
85 per cent of all new cars are bought with
trade-ins as partial payment, the reduction
in used car prices has been a factor tending
to increase the average amount needed by
consumers to purchase new cars.
Instalment credit. The growth in auto credit
outstanding has been more moderate than
last year, as extensions of credit have about
equalled those a year earlier while repay-
ments have increased. The average amount
of note and the average monthly payment de-
clined further through September as a result
of lower net outlays required for most types
of autos.
While the proportion of new car buyers
obtaining instalment loans with maturities
at or near 36 months continued to rise, there
was little evidence of any significant exten-
sion of maturities beyond this limit to reduce
monthly payments further. The proportion
of used car credit buyers securing contracts
with maturities of more than 24 months on
late model cars rose to new highs in the first
quarter of this year, but it declined ap-
preciably thereafter and, in recent months,
was only slightly larger than a year earlier.
The ratio of new and used auto credit re-
payments to disposable income has changed
little since mid-195 8, at a level somewhat
under 5 per cent.
Developments this autumn. A slowing
down in auto sales in the third quarter of
1960 was associated with an earlier and
more rapid model changeover than usual. At
the end of September seasonally adjusted
stocks of 1960 and 1961 domestic models
held by dealers totaled 1.1 million units.
In October, the first month of the new
model year, sales of domestically produced
autos rose to a seasonally adjusted annual
rate of 6.4 million. This about matched the
second quarter rate as well as the rate in
October of last year when the prospect of
shortages from the steel strike was a special
inducement to buy. Inventories increased
somewhat less than seasonally in October
and their composition improved as the large
carryover of 1960 models was reduced.
At this early point in the new model year
the pattern of consumer buying in relation to
the broader selection of models available is
still being tested. While auto assembly
schedules for November have been adjusted
downward, trade expectations generally are
for a continued high volume of sales of
domestic cars, based on continued high
consumer incomes, wide interest in the new
models, and some further gains at the
expense of imported autos.
In addition, the potential replacement
demand has risen as the proportion of older
cars in use has increased. Also, the number
of households owning more than one car has
continued to grow. Current estimates are
that 7 million, or 14 per cent of all house-
holds, now have more than one car, com-
pared with 5 million five years ago. Mul-
tiple ownership has been an important factor
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in demand for compact cars as well as used
cars.
HOME GOODS AND APPAREL
Output of home goods and apparel, like
production of autos, declined briefly after
January, then recovered somewhat in the
spring. During the third quarter, however,
output of home goods declined again and
was reduced further in October, according
to preliminary figures shown in the chart.
These goods include appliances, television
and radio sets, furniture, floor coverings, tex-
tile housefurnishings, and various related
products. Apparel production was main-
tained through July, but it declined in
August and September. In October, output
of both apparel and home goods was back
to the levels reached in the first quarter of
1959.
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NOTE.—Seasonally adjusted series. Sales are three-month
moving averages for large and major chain department stores
plotted on third month; stocks, end of quarter. Latest figures:
output and sales, October; stocks, end of September.
In dollar amount, retail sales of apparel
have expanded further this year, but sales of
home goods by the third quarter had fallen
about 5 per cent from the latter part of 1959.
This difference may have reflected in part
the large price concessions reported in var-
ious markets for appliances and other major
household goods. It also reflected some
further increases in retail prices of apparel,
according to the consumer price index.
Allowing for price-cutting in home goods
and related factors, it would appear that the
physical volume of retail sales of home goods
was also generally sustained. Nevertheless,
until recently, sales of both home goods and
apparel were apparently below the advanced
levels of output reached earlier, and stocks
were higher, as indicated by figures for de-
partment stores shown in the chart.
Output of home goods rose two-fifths
from early 1958 to late 1959 in response to
expansion in retail sales and to demands for
building up distributors' and manufacturers'
inventories from reduced levels. Toward
the end of 1959, output of appliances rose
sharply, following the steel strike. Since
then, except for a short-lived recovery in the
second quarter, the over-all level of output
has declined. In September, production of
furniture and floor coverings leveled out, but
output of appliances and television was cur-
tailed further; during the first three weeks of
October a strike reduced the output of a
major producer.
Retail sales of home goods at department
store and other retail outlets reached a high
in the second half of 1959. Early this year
consumer plans to buy household goods as
well as other durable goods continued high.
As was the case for apparel and some other
goods, unusually bad weather cut into sales
at that time. And during the summer, mild
weather affected sales of such items as air
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conditioners. During September and Octo-
ber retail sales of home goods showed some
recovery.
During this year sales of home goods to be
placed in new housing units have declined,
and this, too, has been a limiting factor on
output. New housing starts fell from a
seasonally adjusted annual rate of 1.6 mil-
lion units in the spring of 1959 to about 1.2
million in the third quarter of this year. The
latter rate was around the average for the
postwar period as a whole. In some recent
years, new housing has accounted for as
much as a tenth of all refrigerators, ranges,
and water heaters sold and for considerably
larger proportions of waste disposals and
nonportable dishwashers.
Production of such major home goods as
appliances, television, and furniture ad-
vanced faster than retail sales and related
demands through most of 1959. During the
autumn, however, output of some appli-
ances was reduced by steel strike influ-
ences, and manufacturers' stocks dropped
back to only a tenth above the low level
reached in 1958. In some lines, such as
television, stocks held by manufacturers
and their wholesale distributors account
for about half of total inventories of
these products in retail and wholesale chan-
nels. By February of this year manufac-
turers' stocks of major home goods had
reached the advanced levels prevailing in
1956 and 1957. Retailers' stocks also rose
further and by summer were higher in rela-
tion to sales than in 1957. By autumn, how-
ever, the expansion in total stocks of major
home goods had been checked.
APPLIANCES, TV, AND FURNITURE
NOTE.—Seasonally adjusted series. Stocks based on trade
association and Department of Commerce data for manu-
facturers and wholesalers. Latest figures: output, October;
stocks, end of September.
A factor operating to raise stocks of
finished goods at all levels has been the
increased diversity of products offered. As
in the case of autos and most other con-
sumer goods, competition among manu-
facturers and retail outlets for a larger share
of the household durable goods market has
been extreme. Operating to some extent to
offset these factors in recent years have been
mechanical and other improvements in the
control of inventories and the speeding of
deliveries from suppliers.
Price reductions have become increasingly
important this year, although often not fully
reflected in the price indexes. Also, selling
emphasis on the more expensive lines of
merchandise has diminished. These develop-
ments, and the recent decline in production,
have contributed to the improved relation-
ship between output and sales this autumn.
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